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General Cinema Corporation and Subsidiaries 




Ten Year Comparison 
of Financial Highlights 

Year Ended October 31 

1973 

1972 

1971 

1970 ‘ 

Revenues 

$245,466,000 

$220,272,000 

195,169,000 

w 

$179,144,000 

Income Before Extraordinary Items 

8,846,000 

9,731,000 

8,410,000 

7,005,000 : 

Net Income 

9,442,000 

10,349,000 

9,198,000 

7,015,000 

Shareholders’ Equity 

64,268,000 

56,360,000 

40,673,000 

34,457,000 

Total Assets 

178,999,000 

172,385,000 

138,782,000 

129,144,000 ; 

Per Share Data 

Number of shares outstanding* 

5,593,384 

5,574,210 

5,426,065 

5,375,941 

Income before extraordinary items 

$1.58 

$1.75 

$1.55 

$1 #i 

Net Income 

1.69 

1.86 

1.70 

1.30 

Book value 

11.69 

10.27 


6.53 

•Weighted average number ol shares and common 



pooling of interests 

• 
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1969 


1967 


1966 


1965 


1964 


• 





$143,855,000 

$71,671,000 

$42,386,000 

$33,672,000 

$25,163,000 

5,570,000 

4,593,000 

2,190,000 

2,015,000 

1,594,000 

5,947,000 

4,988,000 

2,286,000 

1,982,000 

1,645,000 

29,316,000 

18,692,000 

14,060,000 

12,284,000 

10,842,000 

109,790,000 

62,472,000 

29,876,000 

27,151,000 

23,568,000 

5,258,769 

4,869,150 

4,840,263 

4,761,953 

4,754,832 

j $1,07 

$.95 

$.45 

$.42 

$.33 

1.14 

1.03 

.47 

.41 

.35 

5.55 

3.84 

2.91 

2.58 

2.28 


320,185,000 

1,291,000 

1,381,000 

9,679,000 


4,743,278 

$.27 

.29 

2.04 
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To the Shareholders of Genera! Cinema Corporation 


Dear Shareholder: 

General Cinema achieved a great deal of solid 
progress in 1973, even though per share earnings 
were lower for the first time in 12 years. The pre-tax 
earnings decrease of $1,115,000 could be attri¬ 
buted entirely to increased interest costs of about 
$1.5 million (net of interest income). We predicted 
lower earnings publicly last September as soon as it 
became apparent to us. 

On the positive side, these were the significant 
features in the 1973 fiscal year: 

General Cinema became the largest movie 
theatre operator in the United States, both in 
terms of revenues ($ 1 18 million) and number of 
theatres (458) in operation. 

Theatre revenues grew by 18%. 

Overall theatre attendance increased slightly 
(despite the down-trend in drive-ins and the 
absence of a single picture of "blockbuster” 
proportions). 

The shopping center theatre expansion prog¬ 
ram concluded its best year, adding 100 new 
theatres. 

Bolstered by two important acquisitions, Gen¬ 
eral Cinema became the largest Pepsi-Coia 
franchisee and the second largest indepen¬ 
dent soft drink bottler ($128 million in re¬ 
venues) in the country. 


Beverage revenues grew internally by 6%, 
while relative price stability was achieved in 
our beverage markets after an intense period 
of competitive discounting in 1972. 

The cash dividend was increased by 25%. 

The Board of Directors was strengthened by 
the addition of two outstanding new members. 

Net Income from Operations 

Net operating income amounted to $8,846,000, 
compared to $9,731,000 last year, equal to $1.58 
per share on 5,593,384 shares outstanding, as 
against $1.75 on 5,574,210 shares a year ago. (The 
years 1969 through 1972 have been restated to give 
effect to the acquisition of American Pepsi-Cola Bot¬ 
tlers, Inc., on a pooling-of-interests basis. See chart 
page 2. In addition, $596,000 of extraordinary in¬ 
come attributable to tax carryovers brings total net 
income to $9,442,000 or $1.69 per share versus the 
previous year’s total income of $10,349,000 or $1.86 
per share. Pre-tax, pre-interest operating income in 
the Theatre Division was 5% greater than last year 
due to a 9% increase in shopping center theatre 
income. The theatre operating margin was 1.3% 
lower due to the effect of our declining drive-in busi¬ 
ness and some former Loew's operations disposed 
of at year-end. 

Beverage Division operating margins before in¬ 
terest were only 0.4% below 1972, even with sizable 
charges and expenses which management believes 
are non-recurring. 
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Revenues 

Record Theatre revenues of $117,607,000 and 
record Beverage revenues of $127,859,000 totaled 
$245,466,000, an 11% increase over 1972’s 
$220,272,000 and our 18th consecutive record year. 

Stockholders’ Equity 

The American Pepsi acquisition added 
$10,011,000 to stockholders' equity, which rose 
14% to $64,268,000 compared to $56,360,000 (as 
restated) last year. Per share book value reached 
$11.69from 1972's$10.27. Returnon shareholders’ 
equity was 16.75%. 

Theatre Operations 

Theatre business was generally good through¬ 
out the year in spite of a decline in comparative re¬ 
venues of less than $1,000,000 or 1% below last 
year, — a decline directly attributable to the pre¬ 
dicted performance of the dnve-in theatres, which 
now represent only 7.5% of total theatre volume and 
less than 4% of total company revenues. In fact, 
comparative shopping center revenues were above 
a year ago, a significant achievement in view of al¬ 
most an $8 million decrease in theatres which 
played “Godfather” in 1972. Total revenues reached 
$117,607,000, an 18% increase over last year’s 
$99,763,000. Comparative attendance was up 
slightly and was quite strong at the year-end. Aver¬ 


age ticket prices, however, declined to $1.85 versus 
last year's $1.96 due to an increase in the proportion 
of children to adults and the absence of premium- 
priced films. The greater amount of children’s ad¬ 
missions contributed to a substantial increase in 
concession receipts in the indoor theatres. 

The Loew’s acquisition of 47 theatres com¬ 
pleted in June, 1972, yielded an additional $7 million 
in revenues with little contribution to profit. We ex¬ 
pect to convert about 12 of these units to twi n-screen 
operations. At the end of the fiscal year we con¬ 
cluded the sale for $5 million of 21 of these units, 
mostly neighborhood and downtown theatres, which 
we did not intend tcj j||ain. We felt that they could not 
be operated in the same manner as the shopping 
center theatres around which we have built our busi¬ 
ness. 

The Justice Department suit relating to our ac¬ 
quisition of 18 theatres in the Minneapolis/St. Paui 
area was settled by consent decree requiring us to 
sell nine of these theatres (mostly downtown units) 
within two years. We are satisfied with the settle¬ 
ment. 

Early in ’73 we announced our intention of phas¬ 
ing out of drive-in operations by leasing properties 
owned in fee for commercial development, the sale 
of leased properties, and allowing leases to expire 
Although progress in this area has been under¬ 
standably slow due to money market conditions, we 
have, nevertheless, concluded arrangements to 
lease four company-owned properties to shopping 
center developers and, as of January 31, seven 
leased drive-ins had been sold. 
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GENERAL CINEMA CORPORATION 


In fiscal 1973 we opened 100 new shopping 
center theatres, including 28 conversions from 
single to multiple units, and sold 25 indoor theatres, 
including the 21 Loew’s units mentioned above. At 
October 31, General Cinema was operating 412 in¬ 
door theatres and 46 drive-ins (including three 
committed for development), making us the largest 
theatre operator in the country. Theatre capital ex¬ 
penditures were $10,600,000, almost entirely for 
new theatres. We expect to add another 90 to 100 
shopping center theatres in fiscal 1974. In fact, on 
February 15,501 theatres were in operation. Despite 
higher interest rates, we have noticed very little 
slowdown in anticipated completions of new major 
shopping center projects for the next two years. 

Thanksgiving and Christmas business was very 
good, with a number of pictures doing extremely well 
at the box office. Film product for the balance of the 
year and beyond looks promising. 

As we have long urged, the major producers 
seem to be concentrating successfully on commer¬ 
cial films with greater emphasis on entertainment 
than on artistic value. Our principal film suppliers 
now appear to be financially sound and profitable. 

Beverage Operations 

Beverage Division revenues reached a new 
high of $127,859,000, a 6% gain over last year's 
$120,509,000 (restated to include American Pepsi). 
Break-in problems related to newly installed produc¬ 
tion lines at Cleveland, Atlanta and Dayton led to 
costly inefficiencies. In an effort to service customer 
requirements, additional expenses were incurred for 


overtime labor and handling and transportation of 
product shipped in from other company plants, as f| 
well as for the purchase of some product from out¬ 
side sources. All of these costs affected margins 
well along into the year. The Division also absorbed 
American Pepsi acquisition expenses of about 
$230,000 and some increased labor and material 
costs which could not be immediately passed on 
under Phase IV rules. Nevertheless, operating mar¬ 
gins were only slightly below the year before. 

More recently, production-line efficiencies are 
satisfactory, and adequate price adjustments, tak¬ 
ing into consideration increased costs of sugar, 
packaging, fuel, labor, etc. have been and are being 
made with government approval. Cost pressures 
make it unlikely that large-scale discounting will 
reappear 1972 saw a sizable shift to returnables 
from non-returnable bottles. Both for ecological 
reasons and the fact that the returnable bottle is a 
more profitable package, we are gratified that this 
shift is holding. There is also a trend toward larger 
Size bottles, both returnable and NR’s, and a further 
shift from NR bottles to cans. We consider these 
packaging trends to be favorable. Excluding acquis¬ 
itions, capital expenditures for production, delivery 
and marketing equipment were about $9,000,000. 

American Pepsi-Cola Bottlers, Inc., with Pepsi 
operations in Winston-Salem, North Carolina; Sac¬ 
ramento, California; and Springfield, Ohio, was ac¬ 
quired March 30 for 559,909 shares of General 
Cmema, then trading at $27 per share. Winston- 
Salem also bottles 7 Up and both Winston-Salem ^ 
and Springfield bottle Dr. Pepper. The Springfield 
production line has been shut down and the plant is 
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being operated as a distribution warehouse sup¬ 
plied by Dayton. The Roanoke, Virginia, Pepsi-Cola 
franchise was purchased in October for $1,710,000. 
Marketing and production efforts in Roanoke, Lyn¬ 
chburg and Winston-Salem are being coordinated. 
Our newly structured Beverage Division manage¬ 
ment deserves credit for the smooth integration of 
the new franchise areas into our operations. 

We regard the proper execution of sound mar¬ 
keting programs as the real key to success in the 
beverage business. The 1974 Pepsi-Cola, 7 Up and 
Dr. Pepper programs encourage us to be optimistic 
and to expect continuing internal growth despite the 
overall problems in the economy. 

Communications 

General Cinema Corporation's interest in six 
radio broadcasting stations is carried as an invest¬ 
ment of $7,676,000 on our balance sheet. Our 96% 
owned television station (Channel 6, Miami) is being 
treated as a developmental situation. Accordingly, 
the only effect of these operations on 1973 net in¬ 
come was the $129,000 goodwill charge-off as¬ 
sociated with the. television acquisition. As antici¬ 
pated, developmental losses of the radio group 
were about $1.7 million pre-tax and for the TV station 
about $340,000 after taxes. Our participation in the 
broadcasting industry is being re-evaluated in light 
of other opportunities to employ capital in currently 
profitable segments of our business. We anticipate 
no additional broadcast acquisitions, at least until 
the developmental phase of our existing stations is 


completed and the operations of the broadcast 
group as a whole are profitable We are satisfied 
that, based on current appraisals, our efforts to date 
have already significantly enhanced our investment. 


Other 

The first Alperts furniture warehouse showroom 
opened in October 1972 and reached its first target 
volume of $4 million. The modest pre-tax loss of 
about $122,000 for the initial year of operations was 
expected. In addition, Alperts has incurred start-up 
expenses in the amount of $446,000 chargeable to 
the development of a multi-store chain. General 
Cinema owns $300,000 of debentures convertible 
into 70% of the equity in this company Two more 
units of about 105,000 square feet each opened in 
Albany and Buffalo early in 1974 and another three 
are contemplated for 1975. It is not likely that a deci¬ 
sion on possible conversion of the debentures will 
be made before then. 

Two capable business leasers wore added to 
the Board of Dirgctofs. William L. Brown, Presrdj&rfof 
the First National Boston Corporation, was elected a 
Director in April. Royal Little, Chairman of the Execu¬ 
tive Committee of Narragansett Capital Corporation 
and founder and former Chief Executive Officer of 
Textron Inc., was elected in August. We announce 
with regret the resignation of Robert T. Shircliff from 
the Board. Mr. Shircliff, who has served so well dur¬ 
ing the past five years, is being retained in a 
beverage-consulting capacity. 
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GENERAL CINEMA CORPORATION 


On January 25, 1974, the Board of Directors 
appointed Edward E. Lane Financial Vice President, 
Herbert J. Hurwitz Senior Vice President, and Wil¬ 
liam D. Zellen Treasurer. 

The substantial rise in short-term interest rates 
obviously had a negative effect on General 
Cinema’s earnings. We have made arrangements to 
increase our revolving credit with banks from $40 to 
$55 million to provide for short-term capital require¬ 
ments, but we intend to convert a substantial portion 
of the revolving credit to longer term financing in 
order to spread out the maturities of our debt capital 
and to insulate our earnings from the fluctuations ir 
short-term interest rates. While we do not anticipate 
equity financing, we will seek long-term senior debt 
accommodations through a private placement. 

In August the Board of Directors expressed its 
confidence in General Cinema's continuing growth 
and its policy of sharing growth with our stockhol¬ 
ders by voting to increase the dividend by 25% from 
8cto 10C per share quarterly. This was the seventh 
dividend increase in nine years. 

Outlook 

Energy is the word in everyone's thoughts 
today. Its comparative scarcity is forcing a changing 
pattern of living related to the alternative uses to 
which disposable income can be put. The results 
could be beneficial to General Cinema. Voluntary 
curbs on driving, fuel allocation by whatever means, 
and possible rationing are keeping families closer to 
home. The long ski weekend, the ten-day or two- 
week trip to national amusement or recreation areas, 


the 25-mile drive to the out-of-town dining places, all 
are being greatly curtailed because of the fuel shor¬ 
tage. Close to home are the shopping centers where 
people must go to do their shopping and where most 
of General Cinema's theatres are conveniently lo¬ 
cated to provide an alternative to the gas¬ 
consuming options. In addition, with inflationary 
prices causing greater selectivity in discretionary 
spending, the movies have a definite cost advan¬ 
tage over travel and other higher-cost forms of 
leisure-time activities. Where much of our growth 
has come from increasing our share of the market, 
the restraints on travel affecting all age groups could 
give us an increase in total market as well. 

The Beverage Division should benefit from the 
elimination of start-up costs and inefficiencies re¬ 
lated to the installation of three new high-speed pro¬ 
duction lines. With less discounting due to cost 
pressures, markets should be more stable. The 
American Pepsi and Roanoke acquisitions should 
make further contributions to net income. The possi¬ 
ble spread of Oregon-type litter laws may accelerate 
the trend toward returnable bottles. The energy 
crisis may increase pressure to eliminate non- 
returnables, since the glassmaking industry is one of 
the most intensive energy consumers in the country. 
In our opinion, these potential developments could 
hardly be considered detrimental to our profitability. 
Moreover, if the energy crisis keeps people at home, 
we believe they will increase their consumption of 
soft drinks. 

Energy isn't the only topic widely discussed 
today; recession — the possibility of it — is another. 
General Cinema's theatre and beverage businesses 
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have done well in the three most recent recessions. 
We have increased both revenues and profits during 
those periods. However the economy performs, 
consumer spending will be restrained by increased 
costs for food and fuel, which should tend to reduce 
spending for consumer durables and higher cost 
travel and entertainment in favor of lower-priced 
movies and soft drinks. 

We are continually questioned about the poten¬ 
tial threat of pay TV to the movies. Many CATV opera¬ 
tions have in the past year announced reductions or 
cessation of expansion, not only because of in¬ 
creased construction costs and high borrowing 
costs, but mainly because of the lack of paying cus¬ 
tomers. The most recent round of experimentation 
appears to be a marketing failure. Big city pay TV, 
where adequate basic broadcasting service exists, 
has not proven viable. A number of CATV com¬ 
panies face serious financial problems. We continue 
in our conviction that pay TV is not a present or even 
a near-term threat to the movie industry. 


Short term interest rates have apparently 
peaked, and there are reasons to believe that in¬ 
terest costs will be coming down further during the 
current year. We should note that every full percen¬ 
tage point drop in the prime rate (on an average 
annual basis) increases General Cinema's earnings 
about 5eper share. 

Reflecting on increasing attendance at 
theatres, a good supply of product for the year, pric¬ 
ing stability coupled with greater efficiencies in the 
Beverage Division, and other favorable considera¬ 
tions mentioned above, we are most encouraged 
about our outlook for 1974. 

Sincerely yours, 

Richard A. Smith 

President 

February 26, 1974 
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General Cinema Corporation ® indoor Theatres 

Theatre Units @ Drive-in Theatres 

As of December 31,1973 O Theatres Under Construction and Proposed 




@ 

e 

0 


© 

© 

O 

Arizona 

1 



Missouri 

6 

2 

7 

Arkansas 

2 



Nebraska 


2 


California 

34 


17 

Nevada 

1 


1 

Colorado 

7 


4 

New Hampshire 

4 



Connecticticut 

9 

2 


New Jersey 

26 

10 

-7 

District of Columbia 



2 

New Mexico 

1 


3 

Florida 

32 

2 

8 

New York 

21 

7 

8 

Georgia 

3 



North Carolina 

4 


9 

Illinois 

23 

2 

18 

Ohio 

32 

1 

11 

Indiana 

29 

2 

18 

Oklahoma 

, 3 

2 


Iowa 

8 

2 


Pennsylvania 

18 

1 

4 

Kansas 



5 

Rhode Island 

4 


4 

Kentucky 

5 



South Carolina 

2 



Louisiana 

10 


2 

Tennessee 

6 



Maine 

2 


3 

Texas 

43 


7 

Maryland 

9 

1 


Virginia 

5 


3 

Massachusetts 

30 

3 

5 

Washington 

6 


5 

Michigan 

17 

6 


West Virginia 

2 



Minnesota 

26 


3 

Wisconsin 

13 

_1_ 

1 






444 

46 

155 
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General Cinema Corporation 
Beverage Units 

As of December 31, 1973 


® Bottling and/or Canning Facilities 
© Distribution Centers 



• @ 


The population of our franchise areas (exclud¬ 

California 

1 1 


ing Houston, Texas, which services a number of 

Florida 

3 

2 

states) is about 14,000,000. These areas are ser¬ 

Georgia 

3 

1 

viced by 21 production plants, 8 major distribu¬ 

Indiana 

2 

2 

tion centers and 16 smaller centers. The plants 

North Carolina 

3 

1 

total about 1,600,000 square feet and have a 

Ohio 

5 

2 

daily capacity of 306,600 cases (24 eight-ounce 

Texas 

1 


units) for a single 8-hour shift, equal to an annual 

Virginia . 

' 2. 


capacity of about 80,000,000 cases for one shift. 

West Virginia 

1 



Totals 

21 
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General Cinema Corporation and Subsidiaries 
Consolidated Balance Sheet October 31, 1973 and 1972 


ASSETS 1973 

Current Assets 

Cash. $ 11,057,000 

Short-term investments — At cost 

(Approximates market). — 

Notes and accounts receivable - Trade 
Net of allowance for doubtful accounts of 

$265,000 in 1973 and $132,000 in 1972 . 8,896,000 

Sundry deposits and receivables. 5,690,000 

Inventories - At lower of first-in, first-out 

cost or market (Note 2). 7,349,000 

Other current assets . 2,540,000 

35,532,000 


Investments and Advances 

Unconsolidated affiliated companies - 

At underlying book value (Note 1). 

Broadcasting investments and advances - At cost 
(Note 3) . 


335,000 

7,876,000 

8,661,000 


Property, Plant and Equipment - At Cost 

Net of accumulated depreciation and amortization 


(Notes 4 and 6) . 76,215,000 

Other Assets (Note 5). 23,205,000 

Franchises, Trademarks and Goodwill 
Principally beverage franchises (Note 1) . 35,386,000 


$178,999,000 


12 


1972 

$ 8,821,000 
4,295,000 

7,413,000 

6,117,000 

7,184,000 

2,019,000 

35,849,000 

424,000 

4,671,000 

5,095,000 

72,905,000 

24,135,000 

34,401,000 


$172,385,000 
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LIABILITIES 

1973 

1972 

Current Liabilities 

Long-term debt - Due within one year . 

$ 3,453,000 

$ 7,996,000 

Accounts payable. 

26,177,000 

18,147,000 

Taxes payable . 

1,731,000 

2,358,000 


31,361,000 

28,501,000 

Deferred Federal Income Taxes (Note 1) . 

1,874,000 

1,999,000 

Long-term Debt (Note 6) . 

63,404,000 

67,641,000 


96,639,000 

98,141,000 

Long-term Senior Subordinated Debt (Note 6). 

18,092,000 

17,884,000 


114,731,000 

116,025,000 

Commitments and Contingencies (Note 3) 

SHAREHOLDERS’ EQUITY (Note 7) 

Preferred Stock — $1 Par Value 

Authorized and unissued - 1,000,000 shares . 

- 

- 

Common Stock — $1 Par Value 

Authorized — 7,500,000 shares 

Issued — 5,589,247 shares . 

5,589,000 


— 5,584,122 shares . 


5,584,000 

Additional Paid-in Capital. 

11,966,000 

11,922,000 

Retained Earnings. 

49,497,000 

41,707,000 


67,052,000 

59,213,000 

Less: Treasury stock - At cost - 91,439 shares 

in 1973 and 96,124 in 1972 . 

2,784,000 

2,853,000 


64,268,000 

56,360,000 


$178,999,000 

$172,385,000 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 







Genera! Cinema Corporation and Subsidiaries 
Consoiidated Statement of income 
Years Ended October 31, 1973 and 1972 



1973 

1972 

REVENUES . 

$245,466,000 

$220,272,000 

Costs and Expenses 

Film, cost ot sales, payroll and other costs . 

Operating and administrative expenses . 

Selling and distributing expenses . 

Interest . 

Depreciation and amortization . 

143,235,000 

40,127,0G0 

28,059,000 

6,708,000 

12,367,000 

128,465,000 

33,096,000 

26,218,000 

4,924,000 

11,484,000 


230,496,000 

204,187,000 

Income Before Federal Income Taxes . 

14,970,000 

16,085,000 

Provision for Federal Income Taxes 

Currently payable . 

Deferred (Note 1)...:. 

6,015,000 

335,000 

6,339,000 

277,000 


6,350,000 

6,616,000 

Income Before Equity in Net Income of 
Unconsolidated Affiliated Companies. 

Equity in net income of unconsolidated 
affiliated companies . 

8,620,000 

226,000 

9,469,000 

262,000 

Income Before Extraordinary Items . 

8,846,000 

9,731,000 

Extraordinary Items 



Gam on sale of property - Net of income 



taxes of $97,000 . 

- 

256,000 

Tax reduction attributable to tax carryovers . 

596,000 

362,000 


596,000 

618,000 

Net income .. 

$ 9,442,000 

$ 10,349,000 

Net Income Per Share of Common Stock 
and Common Stock Equivalents (Note 7) 

Income before extraordinary items . 

Extraordinary items - Net of income taxes. 

$1.58 

.11 

$1.75 

.11 

Net income. 

$1,69 

$1.86 
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Genera! Cinema Corporation and Subsidiaries 

Divisional Statement of Income 

Years Ended October 31, 1973 and 1972 


Theatre Division Beverage Division 



1973 

1972 

1973 

1972 

Revenues . 

$117,607,000 

$ 99,763,000 

$127,859,000 

$120,509,000 

Costs and Expenses 





Film, cost of sales, payroll and other costs ... 

66,811,000 

57,049,000 

76,424,000 

71,416,000 

Operating and administrative exoenses. 

32,920,000 

26,492,000 

7,207,000 

6,604,000 

Selling and distributing expenses . 

— 

— 

28,059,000 

26,218,000 

Interest. 

3,572,000 

1,675,000 

3,136,000 

3,249,000 

Depreciation and amortization. 

4,361,000 

3,421,000 

8,006,000 

8,063,000 


107,664,000 

88,637,000 

122,832,000 

115,550,000 

income Before Federal Income Taxes. 

9,943,000 

11,126,000 

5,027,000 

4,959,000 

Provision for Federal Income Taxes 

Currently payable. 

4,139,000 

4,733,000 

1,876,000 

1,606,000 

Deferred . 

237,000 

106,000 

98,000 

171,000 


4,376,000 

4,839,000 

1,974,000 

1,777,000 

Income Before Equity in Net Income of 





unconsolidated Affiliated Companies . 

5,567,000 

6,287,000 

3,053,000 

3,182,000 

Equity in net income of 

Unconsolidated affiliated companies. 

225,000 

262,000 

_ 

_ 

Income Before Extraordinary Stems. 

$ 5,793,000 

$ 6,549,000 

$ 3,053,000 

$ 3,182,000 


Consolidated Statement of Retained Earnings 
Years Ended October 31,1973 and 1972 

1973 1972 

Retained Earnings - Beginning of Year — 

General Cinema Corporation and Subsidiaries. $41,403,000 $33,765,000 

Pooled Company. 304,000 (832,000) 

Retained Earnings — Beginning of Year as Restated. 41,707,000 32,933,000 

Net income for the year . 9,442,000 10,349,000 

Adjustment for differing fiscal years in 

pooling of interests . 127,000 — 

Cash dividends paid: 

1973 - $.34 per share . (1,779,000) 

1972 - $.32 per share. (1,575,000) 

Retained Earnings — End of Year. $ 49,497,000 $ 41,707,000 
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General Cinema Corporation and Subsidiaries 
Consolidated Statement of Changes in Financial Position 
Years Ended October 31, 1973 and 1972 


Sources of Working Capita! 

Income from operations . S 3,846,000 

Add: Expenses not requiring an outlay of 
working capital during the period — 

Depreciation and amortization. 12,367,000 

Amortization of intangible assets. 580,000 

Deferred Federal income taxes . 335,000 

22,128,000 

Less- Equity in net income of unconsolidated 

affiliated companies . 226,000 

Gains on sales of land and leases . 500,000 

726,000 

Working capital provided from operations . 21,402,000 

Gain on sale of property — Net. — 


Add: Land cost and deferred taxes on gain — Net of 
nonworking capital consideration received .... 


Tax reduction attributable to tax carryovers. 596,000 

Working capital provided from extraordinary items . 596,000 

21,998,000 

Net increase in long-term debt. — 

Sale of common stock. 118,000 

Proceeds from sale of land, leases and equipment — 

Net of nonworking capital consideration. 6,754,000 

Other items . 303,000 

29,173,000 

Uses of Working Capital 

Purchase of property, plant and equipment — Net. 20,725,000 

Acquisition of theatre leaseholds . 949,000 

Purchase of franchises, trademarks and goodwill . 1,165,000 

Net decrease in long-term debt. 4,296,000 

Net increase in investments and advances . 3,436,000 

Cash dividends . 1,779,000 

32,350,000 

Increase (Decrease) in Working Capital. ($ 3,177,000) 


Analysis of Changes in Working Capital - Increase (Decrease) 

Current Assets 

Cash . $ 2,236,000 

Short-term investments — At cost . (4,295,000) ' 

Notes and accounts receivable — Trade 

Net of allowance for doubtful accounts . 1,433,000 

Sundry deposits and receivables . (427,000) 

Inventories — At lower of first-in, 

first-out cost or market. 165,000 

Other current assets. 521,000 

(317,000) 

Current Liabilities 

Long-term debt — Due within one year . 4,543,000 

Accounts payable . (8,030,000) 

Taxes payable . 627,000 

(2,860,000) 

Increase (Decrease) in Working Capital. ($ 3,177,000) 


1 6 * See accompany 


1972 

$ 9,731,000 


11,484,000 

407,000 

277,000 

21,899,000 


262,000 


262,000 

21,637,000 

256,000 

996,000 

1,252,000 

362,000 

1,614,000 

23,251,000 

18,937,000 

6,913,000 

135,000 

49,236,000 

25,628,000 

13,096,000 

3,386,000 

1,503,000 
1,575,000 
45,188,000 
$ 4,048,000 


($ 11 , 000 ) 

(705,000) 

765,000 

4,176,000 

269,000 

218,000 

4,712,000 

181,000 
(2,824,000) 
1,979,000 
(664,000) 
$ 4,048,000 
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Notes To The Consolidated Financial 
Statements 

1. SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES 

Principles of Consolidation. All majority-owned sub¬ 
sidiaries are included in the consolidated financial state¬ 
ments; all intercompany accounts and transactions have 
been eliminated. Affiliated companies in which the Company 
^ owns 50% of the outstanding common stock have not been 
consolidated. The investment therein is stated at the underly¬ 
ing book value 

Recent Acquisitions. On March 30, 1973, the Company 
acquired American Pepsi-Cola Bottlers, Inc. (APC) for 
559,909 shares of common stock The acquisition was ac¬ 
counted for as a pooling of interests. Operations for the year 
jjr 49 73 include revenues of $8',$33,000 and net income of 
^^52,000, applicable to this company for the portion of the 
year prior to acquisition 

Revenues, income before extraordinary items and net in¬ 
come for 1972 reported herein, which have previously been 
reported as $197,015,000, $8,778,000 and $9,213,000 have 
been increased by $23,257,000, $953,000 and $1,136,000, 
respectively, to reflect the year ended August 31,1972 oper¬ 
ations of American Pepsi-Cola Bottlers, Inc. acquired in the 
1973 pooling transaction. 

In December 1972, the Company acquired Seven-Up 
franchises in the Atlanta, Georgia area for $888,000 and in 
October 1973, acquired Pepsi-Cola franchises in Roanoke, 
Virginia for $1,710,000. Both of these acquisitions were ac¬ 
counted for as a purchase and are included in the consoli¬ 
dated financial statements from their respective dates of 
acquisition. The effect on the consolidated net income for 
1973 and preacquisition revenues and net income are not 
material. The excess of cost over net assets acquired in the 
amount of $1,048,000 is being amortized over forty years. 

Inventories. Inventories are stated at the lower of cost or 
market. Cost is determined by the first-in, first-out method; 
market represents theUdwer of replacement costs or esti¬ 
mated net realizable value. 

American Pepsi-Cola Bottlers, Inc. inventoried returnable 
botties and cases, both in plant and in trade, at established 
deposit prices which are substantially less than cost. The 
excess of cost over deposit prices is charged to income 
when the bottles and cases are first used in production. This 
accounting method for these beverage plants has been con- 
H^ued for the year ended October 31, 1973 in the consoli¬ 
dated financial statements. 

Depreciation and Amortization. The provision for deprecia¬ 
tion and amortization has been calculated on the straight-line 
method based upon the following estimated useful lives of 


the assets: 

Buildings . 20-50 years 

Leasehold improvements . Lesser of lease life or asset life 

Equipment and fixtures.6-20 years 

Delivery trucks and vending machines .3-8 years 

Returnable bottles and cases. 3-4 years 


Unamortized Debt Discount and Expense. Unamortized 
debt discount and expense is being amortized over the 
terms of the applicable debt ranging up to fifteen years 

Unamortized Leasehold Expense. Unamoritzed leasehold 
expense consists primarily of the amounts paid to acquire 
theatre leases. These expenses are amortized over the lease 
lives ranging up to twenty-five years. 

Franchises, Trademarks and Goodwill. Franchises, 
trademarks and goodwill generally are not being amortized 
as management considers their value to be of a permanent 
nature Management reviews these costs on a periodic basis 
and an amortization program will be established if future 
events make such amortization appropriate. 

In accordance with promulgated accounting principles relat¬ 
ing to acquisitions subsequent to October 31,1970, franch¬ 
ises, trademarks and goodwill in the amount of $7,203,000 
are being amortized by charges to income computed on the 
straight-line basis over forty- years. The amortization 
amounted to $181,000 in 1973 and $31,000 in 1972. 
During 1971, the Federal Trade Commission issued com¬ 
plaints against seven major soft-drink companies, including 
three franchisors of the Company, and has proposed orders 
which would prohibit the franchisors from attempting to en¬ 
force territorial and other restrictions in the sale of their pro¬ 
ducts. The franchisors have stated that they intend to defend 
their bottling franchise agreements. 

Federal Income Taxes. The Company and each of its sub¬ 
sidiaries filed separate Federal income tax returns in all prior 
years but intends to file a consolidated income tax return for 
the year ended October 31,1973. If the consolidated income 
tax regulations were applicable for 1972, the Federal income 
tax expense would have been approximately $6,920,000 as 
compared to $6,616,000. 

Investment Tax Credits. Investment credits are accounted 
for on the flow-through method whereby the benefit is re¬ 
flected currently. Investment tax credits applied to reduce 
the provision for Federal income taxes were $813,000 in 
1973 and $575,000 in 1972. 

Deferred Federal Income Taxes. Depreciation is computed 
on the straight-line method for financial reporting and on an 
accelerated method, where practicable, for Federal income 
tax purposes. The tax credits applicable to the increased 
depreciation taken for Federal income tax purposes are in¬ 
cluded on the consolidated balance sheet with other tax 
credits as “Deferred Federal Income Taxes”. 


2. INVENTORIES 


Inventories are composed of. 





Refreshment facility inventories 


1973 1972 

$2,824,000 $2,653,000 

2.914.000 2.605.000 

895,000 1.151,000 

716,000 575,000 

$7,349,000 £7,184.000 
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3. BROADCASTING INVESTMENTS AND ADVANCES 


6. LONG-TERM DEBT 


This is composed of: 



If the preferred stock were converted, it would result in the 
ownership of 80% of the outstanding common stock of each 
of the five corporations, however, such conversion has not 
been requested. The Company has guaranteed obligations 
of these radio stations at October 31, 1973, in the approxi¬ 
mate amount of $322,000. 

At October 31, 1973, the Company had invested $1,677,000 
in convertible preferred stock and notes of a corporation 
which acquired an FM station in Chicago. A Chicago citi¬ 
zens’ group hajrfarought an action objecting to tms transac¬ 
tion. The Company believes the defense of this action will be 
successful. 

4. PROPERTY, PLANT AND EQUIPMENT — AT COST 


This is composed of: 


Land 

Buildings 

Leasehold improvements 
Equipment and fixtures 
Delivery trucks and vending mac 
Returnable bottles arid cases 
Less Accumulated depreciatic 


1973 1972 

S 4,773,000 S 4,955,000 
7,257,000 10,730,000 

31,131.000 25,326,000 

34,325,000 32,614,000 

20,538,000 17,588.000 

18,953,000 18,113,000 

' 116.977.000 109,326,000 

40,762,000 ' 36 421.000 
S 76,215,000 $ 72,905,000 


During 1973, the Company sold and leased back two bever¬ 
age plants consisting of real estate and major bottling 
equipment for. approximately $4,800,000. 

Assets with.a book value of approximately $6,870,000 have 
been pledged to collateralize indebtedness. 


5. OTHER ASSETS 

Other assets are composed of: 


Unamortized leasehold expense (a) 



1973 1972 

$14,334,000 $19,104,000 

6,559.000 1,767,000 

— 1,021,000 
2,312,000 2,243,000 

$ 23,205,000 $ 24,135,000 


On October 31, 1973, the Company sold 21 theatres that 
were acquired in 1972. The proceeds received in cash and 
notes amounted to $5,997,000. 

(a) Amortization of leashold expense is included in depre¬ 
ciation and amortization and amounted to $1,207,000 in 
1973 and $720,000 in 1972. 
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Long-term debt is composed of the following. 



1/2 of 1% 

$37,000,000 above prime 

1,260.000 5'/ 2 % 

6-7/8% stated 

18,092,000 (8 1% effective) 

2,409,000 5-9Y 2 % 

3,679,000 4-12% 


1978 

1983 
1975 - 1993 
1975 - 1986 


15,105,000 

$81,496,000 


Principally Vz of 


Prime 1975 - 1987 


Current maturities of $3,453,000 at October 31,1973 are not 
included above. 


(a) The revolving credit agreement dated October 6, 1971 
between the Company and several banks provides a 
maximum amount of credit of $40,000,000. Outstanding 
loans carry an annual interest rate of Vz% above prime 
rate through November 1, 1976, and thereafter an an¬ 
nual rate of %% above prime. The Company has agreed 
to maintain a compensating cash balance of 20% of the 
outstanding loans and to pay a commitment fee at an 
annual rate of 72% of the unused line of credit. 

(b) Pursuant to the agreement dated January 31, 1969, 
under which the Company’s Senior Subordinated Notes 
were issues! the Company also issued stock purchase 
warrants for the purchase of up to 225,000 shares of its 
common stock. These notes are subordinated to the 
unsecured notes payable of the Company. The 
$20,000,000 face amount of the notes is reflected net of 
unamortized discount of $1,908,000, 


(c) The book value of the theatre leases and contracts a 
October 31, 1973, was approximately $5,200,000. ^ 


See Note 7 for restriction on the payment of dividends and 
description of warrants. 


7. SHAREHOLDERS’ EQUITY 

Common Stock and Additional Paid-In Capital. A sum¬ 
mary of the changes in common stock and additional paid-in 
captial during the period is as follows: 
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Common Stock 
5,029,338 


$5,029,000 S 2,899,000 


September 1, 1972 through 
March 30, 1973 
Excess of cost over proceeds 

common stock cn exercise 
of stock options (4,685 shares) 
Balance - October 31, 1973 


Treasury Stock. A summary of the activity in treasury sfock 
is as follows: 


© 


— November 1, 1972 



Net Income Per Share of Common Stock and Common 
Stock Equivalents. Net income per share is based upon 
5,593,384 shares in 1973 and 5,574,210 shares in 1972, the 
weighted average number of common shares and common 
share equivalents outstanding during the year, assuming 
that proceeds from the rexerctse- of warrants and options 
would be used to purchase common stock. 

Net income per share of carj)nibn, stock and common stock 
equivalents assuming full dilution has not been presented 
since the dilutive effect was not material 


8. COMMITMENTS AND CONTINGENCIES 

Divestiture. On September 13, 1971, the Justice Depart¬ 
ment filed a civil complaint against the Company to require 
divestiture of the leases and operating assets of eighteen 
theatres that were acquired in the Minneapolis-St. Paul, Min¬ 
nesota area during 1970. This suit was settled by consent 
decree in 1973 and the Company has agreed to sell nine of 
these theatres within two years. 


Common Stock Options and Warrants. A summary of the 
incentive stock option plan in effect at October 31,1973 is as 
follows: 

Maximum shares available under the plan 268,490 

Shares presently under option 70,442 

Shares available for future grants 198,048 

Option price at issuance 100% of market value 

Changes in the outstanding options during the year are 
summarized below: 


Leases. The Company's long-term leases generally provide 
that the Company will pay real estate taxes and other ex¬ 
penses and, in certain cases, additional rentals based on 
revenue. The rent expense for 1973 in the amount of 
$15,973,000 consisted of: 


Basic rent 
Real estate taxes 


SIS. 973,000 


Options outstanding — November 1, 1972 
Cola Bottlers, Inc as of March 30, 1973 

Options cancelled 

Options outstanding — October 31, 1973 

Stock options, presently outstanding, were granted at prices 
varying from $12.33 to $38.38 per share and are exercisable 
in equal annual installments over a period of five years from 
the date of grant with the right of cumulation. 

Outstanding at October 31, 1973 are 225,000 warrants sold 
by the Company during 1969 in connection with the private 
placement of debt in the amount of $20,000,000. These 
iggarrants are exercisable until January 31,1979 at $14.67 per 
*ifare. 

There are 493,490 common shares reserved for issuance 
upon the exercise of 268,490 stock options and 225,000 
warrants. 

Restriction on Payment of Dividends. Among other restric¬ 
tions, certain loan agreements include limitations on the re¬ 
demption of the Company's capital stock and the payment of 
dividends, other than stock dividends. At October 31, 1973, 
approximately $13,410,000 of consolidated retained earn¬ 
ings was available for dividends. 


100,612 

8.000 

108,612 

4,685 

33,485 38,170 

70 492 


The leases in effect at October 31, 1973 are primarily real 
estate leases and provide for minimum annual rentals of 
$15,590,000 and, unless the Company exercises its renewal 
options, will expire as follows: 

1974. S 215.000 1979- 1983 

1975 149,000 1984 - 1988 

1976 421,000 1989- 1993 

1977 . . 1,169.000 Subsequent 

1978 . 175,000 

The Security and Exchange Commission (SEC) requires ad¬ 
ditional disclosure regarding certain lease commitments. 
Such information is not presenfjy'available but the Company 
intends to file this information with the SEC and make it 
available at a later date to shareholders 'who request it. 

Pension Plans. The Company has several noncontributory 
retirement plans for certain employees not covered by other 
plans. For these pension plans the charge against income for 
the year ended October 31, 1973 was $348,000 and the 
estimated liability for past service was approximately 
$1,136,000, which is being funded over periods ranging up 
to thirty years. 

The fund assets exceeded the value of the actuarially com¬ 
puted vested benefits except for three plans where the ac¬ 
tuarially computed vested benefits exceeded the assets of 
the plan by $575,000. 
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$1,424,000 

5.245.000 

0956,000 
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Guaranty and Pledge. In connection with a 1969 agreement 
concerning the sale and leaseback of four beverage plants, 
the Company guaranteed notes payable of the lessor in the 
amount of $3,000,000 and pledged the common stock of 
three beverage subsidiaries to secure the lease. 

Furniture Operations. In September 1972, the Company 
entered into an agreement to finance the development of a 
chain of retail furniture stores. The initial commitment is to 
invest up to $500,000 in subordinated notes of the first corpo¬ 
ration ($300,000 of the investment to be subordinated notes 
convertible into 70 percent of the common stock of the Com¬ 
pany and $200,000 to be nonconvertible subordinated 
notes). If the results of operations meet or exceed certain 


Auditors’ Report 

BOARD OF DIRECTORS AND SHAREHOLDERS 
GENERAL CINEMA CORPORATION 

We have examined the consolidated balance sheet 
of GENERAL CINEMA CORPORATION AND SUB¬ 
SIDIARIES at October 31, 1973 and the related consoli¬ 
dated statements of income, retained earnings and 
changes in financial position for the year then ended. Our 
examination was made in accordance with generally ac¬ 
cepted auditing standards and accordingly included 
such tests of the accounting records and such other audit¬ 
ing procedures as we considered necessary in the cir¬ 
cumstances. We made a similar examination of the finan¬ 


projections, the Company will have an obligation to convert 
its notes and eventually to purchase the balance of the 
outstanding common stock. The first store opened for busi¬ 
ness in October, 1972, and two additional stores are 
scheduled to open early in 1974. 

The agreement initially contemplates the financing of five 
stores and an additional five stores if revenues and projec¬ 
tions are met. The Company has agreed to provide financing 
and working capital for each additional store location 
through subordinated loans of up to $500,000 and has also 
agreed to guarantee leases 'where necesssary. Each addi¬ 
tional location is to be operated as a wholly owned subsidiary 
of the first Corporation and their stock is to be pledged to 
collateralize the loans. 


cial statements for the preceding year. 

In our opinion, these financial statements present 
fairly the consolidated financial position of GENERAL 
CINEMA CORPORATION AND SUBSIDIARIES at Oc¬ 
tober 31 , 1973 and the consolidated results of their opera¬ 
tions and the changes in financial position for the year 
then ended, in conformity with generally accepted ac¬ 
counting principles applied on a basis consistent with that 
of the preceding year. 

J. K. Lasser & Company 

Boston, Massachusetts 
January 25, 1974 
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